EMPLOYEES' RETIREMENT SYSTEM OF THE COUNTY OF MILWA UKEE
MINUTES OF THE OCTOBER 21, 2009 PENSION BOARD MEETING

1. Call to Order

Chairman Dr. Dean Roepke called the meeting tor@atl8:45 a.m. in the Green
Room of the Marcus Center, 127 East State Stretjadkee, Wisconsin 53202.

2. Roll Call
Members Present Members Excused:
Linda Bedford (Vice Chair) Keith Garland
Donald Cohen Marilyn Mayr
Mickey Maier Dr. Sarah Peck

Jeffrey Mawicke
Dr. Dean Roepke (Chairman)
Guy Stuller

Others Present

David Arena, Director of Employee Benefits, Depahiof Administrative Services
Mark Grady, Principal Assistant Corporation Counsel
Gerald Schroeder, ERS Manager

Gordon Mueller, Fiscal Officer

Dale Yerkes, Assistant to the Fiscal Officer

Vivian Aikin, ERS Administrative Specialist

Monique Taylor, ERS Clerical Specialist

Sushil Pillai, Milwaukee County Program Manager
Bess Frank, Ad Hoc Oversight Committee

Steven Huff, Reinhart Boerner Van Deuren s.c.
Leigh Riley, Foley & Lardner LLP

Brett Christenson, Marquette Associates, Inc.

Ray Caprio, Marquette Associates, Inc.

Timothy Holihen, JPMorgan, Asset Management
Robert Parise, JPMorgan, Asset Management

Ken Loeffel, Retiree

3. Chairman's Report

The Chairman reported that this is the last meédngViueller will be attending
as Fiscal Officer because Mr. Mueller is retirindgree end of October. On behalf
of the Pension Board, the Chairman thanked Mr. Muébr his 17 years of
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dedicated service to ERS. The Chairman expressegtdtitude for Mr. Mueller's
commitment to ERS, his honesty, professionalismvaitithgness to go the extra
mile to help ERS succeed. The Chairman presented/Meller with a plaque
honoring Mr. Mueller for his service.

The Chairman distributed a draft 2010 Pension Baadicommittee meeting
schedule for review. Mr. Schroeder indicated tieawill send the schedule to the
Pension Board members electronically and will gigst the meeting schedule
online.

The Chairman reported on planning for the annuating. He indicated that the
annual meeting will be held on February 10, 201thatZoofari Center and
breakfast will be served to the attendees. Ther@ba stated that Ms. Mayr
approved of the annual meeting plans. The Chainmshed Ms. Mayr a speedy
recovery from surgery.

Minutes of the September 16, 2009 Pension Boardilhtee

The Pension Board reviewed the minutes of the Sdpge 16, 2009 Pension
Board meeting.

The Pension Board unanimously approved the minutesf the September 16,
2009 Pension Board meeting. Motion by Ms. Bedforcgeconded by
Mr. Cohen.

Reports of Employee Benefits Director, ERS Manaupet Fiscal Officer

(a) Retirements Granted September

Mr. Schroeder presented the Retirements GrantedrBejor September
2009. He reported that 27 retirements were grant&gptember, noting
that 12 retirees elected back DROPs, in amourdsirigt$994,500.

(b) ERS Monthly Activities Report, September

Mr. Schroeder indicated that there were 7,402aesirat the end of
September, and that ERS paid out $12,487,264 ieftbgrayments in
September.

Mr. Schroeder noted that ERS had achieved a 9786tdileposit rate for
benefit payments. He stated that in October 2B&S issued 1,087 paper
benefit checks per month and now ERS only issuégp2per checks per
month.
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(€)

(d)

Disabilities

1. Medical Board Reexamination Project Status

Mr. Schroeder provided an update on the statuseoflisability
reexamination project. He noted that 36 cases vedeered to the
Medical Board for review. He reported that of #8cases that have
been reviewed, all members were deemed disabledranabt
subject to any future reexamination because theabdlities were
deemed by the Medical Board as not likely to ewgsrove. He
indicated that the remaining seven cases will bieveed by
December.

2. Excess Earnings Report

Mr. Schroeder reported that the annual ADR eameaime review
will be completed in December. He stated thatRkgrement
Office sent out 141 letters requesting the ADRpietits' statement
of earned income and tax returns. He noted th@p&dple returned
the required information and none of the 138 exeddte earnings
limit. Also, two people requested extensions beeahey had not
yet filed their tax returns. He commented thayaie person had
benefits suspended for not providing the requinddrmation. He
stated that the project took 64 hours and appraeiiy$1,300 to
complete.

Cash Flow Report

Mr. Yerkes presented the cash flow report. Heedt#tat the previously
requested $10 million per month draws should rersafficient unless
more cash is needed due to 400 speculated layoBgcember. He
indicated that he is estimating that 100 of the¥@ members would be
eligible for retirement, which most likely woulddrease the back DROP
payment amount. He noted that the 400 would neé& removed from
the County books by December 11. Mr. Grady stdtatthe 400 person
layoff figure is not definite and is only a maximumamber.

In response to a question from Mr. Maier, Mr. Yerktated that ERS will
only need additional funds if there are a high nandf large back DROPs
because ERS maintains a two-month cash reserve Chiirman opined
that the persons who would be laid off probably ldowt have large back
DROP balances.
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(e)

(f)

2010 Budget Highlight Preview

Mr. Mueller distributed and presented ERS's 201dgletioverview. He
stated that ERS will have a sizable increase ibutiget. He explained that
investment manager fees will increase by approxipail.1 million
because ERS has grown in asset size, and investnaerager fees are
correlated with asset size. He discussed a neensgp budgeted at
$267,000, for legacy pension and healthcare castscommented that this
expense is required because of accounting pronceTeGASB 45, which
requires accrual and not cash basis accounting.

Mr. Mueller stated that salaries and wages areaggdo increase by
$329,600 because ERS is fully staffed, which inetitivo new positions.
He indicated that outside services costs will insee$6,000 because of the
retention of a company to find lost OBRA membése pointed out that
outside consultant fees will decrease $387,000usecaf the transition of
the V-3 System work in-house.

The Chairman stated that he recently has obsepts of CalPERS
litigation against State Street over the misvabratf securities.

Mr. Mueller commented that ERS's outside auditoastERS to price
some securities independently of Bank of New Yomdlvh. In response
to a question from the Chairman, Mr. Christensanest that Marquette can
assist with pricing securities through its Bloonh&erminal.

Status of V-3 Project

Mr. Pillai discussed the status of the V-3 projede indicated that ERS
released the pension side of the V-3 self-serviodule about one month
ago. He stated that Vitech created a website R Ehat can be linked to
from the County's intranet site where users cad FgeQs and post
guestions regarding self-service functions. Heeal out that the life and
health self-service module will be released inyea@10. He indicated that
the plan is to continually update the V-3 Systeraddress concerns even
after Vitech transitions the work to the Countye pbinted to the
procedures manual as an example of a living docuthahwill be used to
update the V-3 System.

Mr. Schroeder stated the V-3 self-service traimrag held on

September 23 and 24. He noted that approximat@ypeéople attended, of
which 600 were retirees. He indicated that heivecemany positive
comments regarding the V-3 System, the toll-fréermation line and the
monthly newsletter. He commented that he will seatself-service
information and instructions to members and resireEhe Chairman stated
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(a)

that he stopped in on the training and he feltas\wroductive and well
attended.

Investments

JPMorgan Asset Management

Messrs. Parise and Holihen distributed a reportmadented on JPMorgan
Asset Management's management of ERS's core iogne investment
strategy. Mr. Holihen reviewed the compositiondlBMorgan's fixed
income team. He commented that the group has nemateady, with only
two retirements in the last 15 years. He pointatloat JPMorgan recently
added two new research analysts.

Mr. Holihen reviewed JPMorgan's investment pro@ssreported that
JPMorgan follows the same bottom up fixed incomgr@gch as it has in
the past. He indicated that JPMorgan focusesyamgtto find cheap
securities and keep the duration figures closbeémtarket to minimize
interest rate sensitivity.

Mr. Holihen reviewed the performance of ERS's miidf He pointed out
that ERS has outperformed the benchmark by 2.7%h&year to date. He
indicated that JPMorgan's performance can be atéibto a slight
overweight in corporates and an underweight instidas. He commented
that JPMorgan prefers CMOs because of their stre@nd how CMOs
provide more protection over interest rate fluatuat

Mr. Holihen compared ERS's portfolio to the Barslaggregate portfolio.
He opined that interest rates will stay down fa time being until the
Federal Reserve is convinced that the economytisfdhe recession. He
stated that 70% of the inflation is caused by waggh, which is difficult to
see happening in the short term. He commentedhbainemployment
numbers are still disturbing.

Mr. Holihen stated that ERS has 504 holdings ipdsfolio. He reviewed
the sector distribution of the portfolio. He indied that JPMorgan prefers
to buy older mortgages or 15-year mortgages beqaesele are more
likely to pay them off and not default. In respens a question from

Mr. Christenson, Mr. Holihen stated that CMOs amerpredictable with
respect to cash flows and less volatile than passighs. Mr. Holihen
explained that CMOs are comprised of structuredigages, which are less
impacted by interest rate changes than straightgage pools.
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Mr. Holihen stated that ERS is well diversified otlee maturity spectrum.
Mr. Mawicke inquired how the current state of th&ldollar impacts
JPMorgan's investment philosophy. Mr. Holihen ddteat the U.S.
economy experiences some type of "crisis" evergisgrears or so. He
indicated that JPMorgan believes that the U.S. auilitinue to be the
world's reserve currency and the world's safe hat&commented that
the U.S. economy will need to increase productilgyreducing wages to
grow the economy out of the crisis, and this is hiogvU.S. will combat the
prospect of China selling out of the U.S. dollake noted that JPMorgan is
looking at inflation protected investments suclswaps. He stated that
JPMorgan has confidence that the U.S. economycaitie back in a strong
fashion.

Marquette Associates, Inc. Report

Mr. Caprio reported that ERS had approximately %illl®n in assets as of
September 30, 2009. He stated that ERS is withitarget asset allocation
for all asset classes. He reviewed that assetaitm for each asset class
taking into account both the allocation with andhout the pension
obligation bond funds. He indicated that ERS wa84% in September
and 15.7% for the year to date. He pointed outttiexe have been strong
rallies in domestic equities and fixed income setavith U.S. equities
being up 25% year to date.

Mr. Caprio reported that most of ERS's managers loavperformed their
benchmarks for the year to date. He indicatedttieapension obligation
bond funds have a positive return on investmertesihe funds were
invested.

Mr. Caprio discussed the transition of funds togh®all cap manager and
the emerging markets manager. He noted that JRviar¢ransition bid
was most appropriate for this transition. In res®oto a question from

Mr. Grady, Mr. Caprio stated that the FMA investineas been funded and
the new investment with Baring Asset Managemerithelfunded on
October 30 with pension obligation bond funds.

Mr. Christenson reviewed the status of the longtsbguity RFP. He
indicated that Marquette received 16 responseshath 4 were eliminated
for not meeting the minimum qualifications. Hetsththat Marquette will
reduce the remaining 12 candidates to 6 withimtrd week. The
Chairman and Messrs. Stuller and Maier volunte&ydze on the long-short
equity RFP panel and the Chairman commented tha®&ok probably
would like to participate on the panel. Mr. Cheis¢on stated that the panel
could discuss the finalists after the November@®2Investment
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Committee meeting because the last long-short ¢éduned discussion will
be presented at the November 2 meeting.

Mr. Christenson discussed how ERS switched to raumgees lending
index funds at Bank of New York Mellon due to tleks presented by
securities lending. He indicated that the indendfl fees subsequently
increased. He recommended that ERS perform alséaroonsecurities
lending index funds. He commented that the comdfincome and equity
index searches could be conducted together. Mistéhson stated that the
last time a fee search was conducted for theseiments was 15 years
ago. The Chairman reported and Ms. Riley confirtied the custodial fee
Is completely independent of ERS using Bank of Nesk Mellon index
funds. Mr. Christenson stated that any RFP feesnatuded as part of
Marquette's retainer.

The Pension Board unanimously agreed to authorize &rquette to
issue RFPs for nonsecurities lending index funds faore fixed income
and large-cap core equities. Motion by Mr. Maierseconded by

Ms. Bedford.

Investment Committee Report

The Chairman stated that the most recent Invest@emimittee meeting
had been cancelled.

RFEP for Infrastructure Manager(s)

Ms. Bedford moved that the Pension Board adjouim ¢fosed session
under the provisions of Wisconsin Statutes sect@85(1)(s) with regard
to item 6(d) to deliberate the investing of puliliads due to competitive or
bargaining reasons. At the conclusion of the dasession, the Board may
reconvene in open session to take whatever adtiomsy deem necessary
concerning these matters.

The Pension Board voted by roll call vote 6-0 to eer into closed
session to discuss agenda item 6(d). Motion by MBedford, seconded
by Mr. Cohen.

The Pension Board discussed the infrastructurestment manager RFP
finalists in closed session.

Upon returning to open session, the Pension Boarated 6-0 to select
JPMorgan and IFM as ERS's infrastructure investmentmanagers
based on their respective expertise and operatingdtories, subject to
successful contract negotiations, with such contrégto be executed by
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Chairman Dr. Dean Roepke on behalf of the PensioBoard, and to
allocate $60 million each to JPMorgan and IFM, usig one or more of
the approved transition managers to be determinedypMarquette.
Motion by Mr. Maier, seconded by Ms. Bedford.

Audit Committee Report

The Chairman stated that the last Audit Committeetmg had been cancelled.

2010 Employee and Retiree Elections — Votenet @ontr

Mr. Schroder stated that the Retirement Officeéem@mendation is to hold the
March employee election online, with a mobile vgtumit and kiosks and hold the
November retiree member election by phone at &c¢otd for both elections of
$8,995. He indicated that he spoke with Ms. Makpwtrongly supports phone
voting for retirees. He noted that half of tharests do not have computers. In
response to a question from Mr. Stuller, Mr. Scteyestated that the cost of an
online and phone election in March and a phondielem November would be
about $11,495. Mr. Schroeder commented that aneoahd phone vote for an
employee representative would, in his view, be asinig.

In response to a question from Mr. Stuller, Mr. ®elder stated that 750 votes
were cast in the last election. Mr. Schroederaatdid that ERS is considering
expanding the election to cover Friday through Montb increase the number of
votes. He also reported that the Retirement Offitiesend an e-mail to explain
the value of the Pension Board and voting in aarefb better promote the
election and increase voter participation.

In response to a question from the Chairman, Mad@stated that fraud is not a
concern because VoteNet ensures only one votesigeamember. In response
to a question from Mr. Maier, Mr. Schroeder statet holding the elections

online and over the phone is more cost effectiaa tine methods used prior years.
In response to a question from Mr. Loeffel, Mr. Bader stated that a member
cannot change his or her vote once it has been cast

The Pension Board unanimously agreed to hold the Nember retiree election
by phone and the March employee election by phonend online. Motion by
Mr. Stuller, seconded by Ms. Bedford.

Administrative Matters

The Chairman noted that there was nothing to adkdeduture topics list.
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The Chairman stated that the International Foundaif Employee Benefit Plans
will be hosing its 56th annual benefits conferemcElonolulu, Hawaii from
November 13 through November 17, 2010.

The Pension Board unanimously approved the attendae of any interested
member at the International Foundation of EmployeeBenefit Plans 56th
annual benefits conference in Honolulu, Hawaii fromNovember 13 through
November 17, 2010. Motion by Mr. Stuller, secondeby Mr. Maier.

Prior BNYM Custodian Contract

Ms. Bedford moved that the Pension Board adjouim ¢iosed session under the
provisions of Wisconsin Statutes section 19.85(1){gth regard to

items 10, 11, 12 and 13 for the purpose of the 8oaceiving oral or written
advice from legal counsel concerning strategy tad@pted with respect to
pending or possible litigation. At the conclusmiithe closed session, the Board
may reconvene in open session to take whatevamadti may deem necessary
concerning these matters.

The Pension Board voted by roll call vote 6-0, torger into closed session to
discuss agenda items 10, 11, 12 and 13. Motion ldg. Bedford, seconded by
Mr. Cohen.

The Pension Board discussed the prior custodiatrairwith Bank of New York
Mellon in closed session.

Pending Litigation

The Pension Board discussed its pending litigatariosed session.

(@) MarkRyan, et al. v. Pension Bd.

The Pension Board determined that there is nothévg to report.

Report on Special Investigation

The Pension Board determined that there is nothévg to report.

Report on Compliance Review

The Pension Board determined that there is nothévgto report.



14. Adjournment
The meeting adjourned at 12:45 p.m.

Submitted by Steven D. Huff,
Secretary of the Pension Board
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